ECONOMICS 


N. GREGORY MANKIW 
AND MARK P. TAYLOR 


3 EXHIBITS 


THE MARKET FORCES OF SUPPLY AND DEMAND 


Tramontana’s Demand Schedule & Demand Curve 
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Hanse’s Demand Schedule & Demand Curve 
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Market Demand Schedule & Demand Curve 


Hanse’s demand + Michelle's demand = 
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Shifts in the Demand Curve 
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Market demand as the sum of 
individual demand 
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Variables That Influence Buyers 


This table lists the variables that affect how much producers choose to sell of any good. 
Notice the special role that the price of the good plays: a change in the good’s price 
represents a movement along the supply curve, whereas a change in one of the other 
variables shifts the supply curve. 


Variable A change in this variable ... 

Price Is represented as a movement along the supply curve 
Input prices Shifts the supply curve 

Technology Shifts the supply curve 

Expectations Shifts the supply curve 


Number of sellers Shifts the supply curve 
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UK Breadmaking Wheat Prices, 
January 2018 — March 2016 (£ per 
tonne) 
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Shifts in the Supply Curve 


Supply curve, S3 
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Market Supply as the Sum of Individual Supplies 


Tramontana’s supply + Sedona’s supply = 
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Market Supply and the Sum of 
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Variables That Influence Sellers 


This table lists the variables that affect how much producers choose to sell of any good. 
Notice the special role that the price of the good plays: a change in the good’s price 
represents a movement along the supply curve, whereas a change in one of the other 
variables shifts the supply curve. 


Variable A change in this variable ... 

Price Is represented as a movement along the supply curve 
Input prices Shifts the supply curve 

Technology Shifts the supply curve 

Expectations Shifts the supply curve 


Number of sellers Shifts the supply curve 
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The Equilibrium of Supply and 
Demand 
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Markets Not in Equilibrium 


(a) Express supply 
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How an Increase in Demand 
Affects the Equilibrium 
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How an Increase in Demand Affects the Equilibrium 


Price of 
rape seed 559 

per tonne 
5.00 


4.50 

4.00 

3.50 

3.00 
4. ...resulting 


in a higher 
price... 


2.50 
2.00 
1.50 
1.00 
0.50 


«3, 
*ae CENGAGE 


For use with Business Economics 1e 


1. Report on positive 
effects of rape seed oil 
increases demand... 


Supply 


3. ...which puts pressure 
on prices to rise which 
encourages suppliers to 
offer more for sale... 


2. ...which causes a 
shortage in the 
market... 


Dy 


2 4 6 8 10 12 14 16 18 20 22 24 26 28 30 32 
a Quantity bought and 
; sold (000s tonnes) 
5. ...and a higher 
quantity bought 
and sold 


ISBN: 978-1-4080-6981-3 


Learning” 


By N. Gregory Mankiw, Mark P. Taylor, and Andrew Ashwin 


© Cengage Learning 


How a Decrease in Supply 
Affects the Equilibrium 
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A Three-Step Programme for Analysing Changes in Equilibrium 


1. | Decide whether the event shifts the supply or demand curve (or perhaps both). 

2. | Decide in which direction the curve shifts. 

3. Use the supply and demand diagram to see how the shift changes the equilibrium 
price and quantity. 
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A Shift in Both Supply and 
Demand (i) 
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A Shift in Both Supply and 
Demand (il 
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